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Taxable income for 1960 (the
$35,000 taxable income for
such year reduced by the car-
ryover to such year of $0 from
1956, the carryover from 1958
to 1960 not being taken into
account) ................................... 35,000

Taxable income for 1961 (the
$75,000 taxable income for
such year reduced by the car-
ryover to such year of $0 from
1956, the carryover from 1958
to 1961 not being taken into
account) ................................... 75,000

Taxable income for 1962 (com-
puted without the deduction of
the carryover from 1958) ......... 17,000

———— 147,000

Carryover ............................. ................ 3,000

(d) Determination of net operating loss
deduction for each year. The carryovers
and carrybacks computed under para-
graphs (b) and (c) of this section are
used as a basis for the computation of
the net operating loss deduction in the
following manner:

Taxable year

Carryover Carryback Net op-
erating
loss de-
duction

From
1956

From
1958

From
1956

From
1958

1954 ............................................................................................................. $0 $0 $75,000 $0 $75,000
1955 ............................................................................................................. 0 0 60,000 150,000 210,000
1957 ............................................................................................................. 30,000 0 0 150,000 180,000
1959 ............................................................................................................. 10,000 150,000 0 0 160,000
1960 ............................................................................................................. 0 130,000 0 0 130,000
1961 ............................................................................................................. 0 95,000 0 0 95,000
1962 ............................................................................................................. 0 20,000 0 0 20,000
1963 ............................................................................................................. 0 3,000 0 0 3,000

§ 1.172–7 Joint return by husband and
wife.

(a) In general. This section prescribes
additional rules for computing the net
operating loss carrybacks and
carryovers of a husband and wife mak-
ing a joint return for one or more of
the taxable years involved in the com-
putation of the net operating loss de-
duction.

(b) From separate to joint return. If a
husband and wife, making a joint re-
turn for any taxable year, did not
make a joint return for any of the tax-
able years involved in the computation
of a net operating loss carryover or a
net operating loss carryback to the
taxable year for which the joint return
is made, such separate net operating
loss carryover or separate net operat-
ing loss carryback is a joint net operat-
ing loss carryover or joint net operat-
ing loss carryback to such taxable
year.

(c) Continuous use of joint return. If a
husband and wife making a joint re-
turn for a taxable year made a joint re-
turn for each of the taxable years in-
volved in the computation of a net op-
erating loss carryover or net operating
loss carryback to such taxable year,
the joint net operating loss carryover
or joint net operating loss carryback to
such taxable year is computed in the

same manner as the net operating loss
carryover or net operating loss
carryback of an individual under
§ 1.172–4 but upon the basis of the joint
net operating losses and the combined
taxable income of both spouses.

(d) From joint to separate return. If a
husband and wife making separate re-
turns for a taxable year made a joint
return for any, or all, of the taxable
years involved in the computation of a
net operating loss carryover or net op-
erating loss carryback to such taxable
year, the separate net operating loss
carryover or separate net operating
loss carryback of each spouse to the
taxable year is computed in the man-
ner set forth in § 1.172–4 but with the
following modifications:

(1) Net operating loss. The net operat-
ing loss of each spouse for a taxable
year for which a joint return was made
shall be deemed to be that portion of
the joint net operating loss (computed
in accordance with paragraph (d) of
§ 1.172–3) which is attributable to the
gross income and deductions of such
spouse, gross income and deductions
being taken into account to the same
extent that they are taken into ac-
count in computing the joint net oper-
ating loss.

(2) Taxable income to be subtracted—(i)
Net operating loss of other spouse. The
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taxable income of a particular spouse
for any taxable year which is sub-
tracted from the net operating loss of
such spouse for another taxable year in
order to determine the amount of such
loss which may be carried back or car-
ried over to still another taxable year
is deemed to be, in a case in which such
taxable income was reported in a joint
return, the sum of the following:

(a) That portion of the combined tax-
able income of both spouses for such
year for which the joint return was
made which is attributable to the gross
income and deductions of the particu-
lar spouse, gross income and deduc-
tions being taken into account to the
same extent that they are taken into
account in computing such combined
taxable income, and

(b) That portion of such combined
taxable income which is attributable to
the other spouse; but, if such other
spouse sustained a net operating loss in
a taxable year beginning on the same
date as the taxable year in which the
particular spouse sustained the net op-
erating loss from which the taxable in-
come is subtracted, then such portion
shall first be reduced by such net oper-
ating loss of such other spouse.

(ii) Modifications. For purposes of this
subparagraph, the combined taxable in-
come shall be computed as though the
combined income and deductions of
both spouses were those of one individ-
ual. The provisions of § 1.172–5 shall
apply in computing the combined tax-
able income for such purposes except
that the net operating loss deduction
shall be determined without taking
into account any separate net operat-
ing loss of either spouse, or any joint
net operating loss of both spouses,
which was sustained in a taxable year
beginning on or after the date of the
beginning of the taxable year in which
the particular spouse sustained the net
operating loss from which the taxable
income is subtracted.

(e) Recurrent use of joint return. If a
husband and wife making a joint re-
turn for any taxable year made a joint
return for one or more, but not all, of
the taxable years involved in the com-
putation of a net operating loss carry-
over or net operating loss carryback to
such taxable year, such net operating
loss carryover or net operating loss

carryback to the taxable year is com-
puted in the manner set forth in para-
graph (d) of this section. Such net oper-
ating loss carryover or net operating
loss carryback is considered a joint net
operating loss carryover or joint net
operating loss carryback to such tax-
able year.

(f) Joint carryovers and carrybacks.
The joint net operating loss carryovers
and the joint net operating loss
carrybacks to any taxable year for
which a joint return is made are all the
net operating loss carryovers and net
operating loss carrybacks of both
spouses to such taxable year. For ex-
ample, a husband and wife file a joint
return for the calendar year 1956, hav-
ing a joint taxable income for such
year. The wife filed a separate return
for the calendar years 1954 and 1955, in
which years she sustained net operat-
ing losses. The husband filed separate
returns for his fiscal year ending June
30, 1955, and, having received permis-
sion to change his accounting period to
a calendar year basis, for the 6-month
period ending December 31, 1955. The
husband sustained net operating losses
in both such taxable years. Since the
husband and wife did not file a joint re-
turn for any taxable year involved in
the computation of the net operating
loss carryovers to 1956 from 1954 and
1955, the joint net operating loss
carryovers to 1956 are the separate net
operating loss carryovers of the wife
from the calendar years 1954 and 1955
and the separate net operating loss
carryovers of the husband from the fis-
cal year ending June 30, 1955, and from
the short taxable year ending Decem-
ber 31, 1955. If the husband and wife
also file joint returns for the calendar
years 1957, 1958, and 1959, having joint
taxable income in 1957 and 1958 and a
joint net operating loss in 1959, the
joint net operating loss carrybacks to
1956, 1957, and 1958 from 1959 are com-
puted on the basis of the joint net oper-
ating loss for 1959, since separate re-
turns were not made for any taxable
year involved in the computation of
such carrybacks.

(g) Illustration of principles. In the fol-
lowing examples, which illustrate the
application of this section, it is as-
sumed that there are no items of ad-
justment under section 172(b)(2)(A) and
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